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ELEXON delivers settlement services defined in the
Balancing and Settlement Code (BSC), one of the main
industry codes, which underpin the electricity wholesale
and retail markets. We are the Code Manager responsible
for managing and delivering the end-to-end services
set out in the BSC: code administration, service delivery
and policy support. We also, through our wholly owned
subsidiary, EMR Settlement Ltd, calculate, collect and
distribute all the payments for CfD generators and
Capacity Market providers.

Report from
the Chairman
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A tipping point for the energy industry
The energy sector is undergoing a multi-dimensional
transformation. BEIS (Department for Business,
Energy & Industrial Strategy) sees the energy industry as
a key element in delivering the Government’s ambition of
reshaping the British economy; the Industrial Strategy,
Clean Growth Plan and a joint BEIS/Ofgem Smart
Systems and Flexibility Plan have provided direction and
set a course of action for the energy industry.
Aligned with the priorities of the Smart Systems and
Flexibility Plan, ELEXON’s Board and the BSC Panel
have continued to assess the changing energy
landscape and have directed ELEXON’s activities to
help deliver the Government’s ambitions in opening up
the energy sector to enable consumers to benefit from
new products and services
Delivering a new, agile, flexible platform to enable change
The Board approved a new ELEXON Strategy in the middle
of the year. At its heart is the commitment to supporting
innovation and new business models and to a new, agile,
flexible platform to deliver new functionality.
It is with pleasure that I highlight ELEXON’s role leading
on the design for Ofgem of the new Market-wide HalfHourly Settlement arrangements, and our significant
contributions to the industry-wide Faster Switching
programme, EV Energy Taskforce, Energy Data Taskforce
and ENA’s Open Networks project on the DNO to DSO
transition, to mention just a few key sector initiatives.
These are, of course, in addition to our on-going efforts to
coordinate and align change with other central bodies and
code administrators.

“We have been arguing
for fundamental changes
through simplification of
the central arrangements
and codes for a number of
years, including through the
Competition and Markets
Authority enquiry.”

Financial Statement
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Welcome to the Codes Review
In November 2018, BEIS and Ofgem launched a review of
codes and code governance, which we strongly welcome
and support. In our view the current framework is not fit
for purpose, it is highly complex and fragmented; it can
inhibit innovation; and it does not facilitate good
coordination across codes and code bodies. We have been
arguing for fundamental changes through simplification of
the central arrangements and codes for a number of
years, including during the CMA enquiry; to that end, we
have shared our recommendations with BEIS, Ofgem and
industry through a series of workshops and meetings and
published our proposals for consolidating the eleven
energy codes (and code bodies) to three. We will continue
to help develop and implement firm proposals to deliver
achievable outcomes for the benefit of industry and
consumers.
BSC Panel and ELEXON’s Board – strong cross
industryrepresentation
I was pleased to welcome two new members to the BSC
Panel in October 2018:
−− Lisa Waters, who brings profound knowledge and
experience of the challenges faced by both BSC Parties,
as well as those outside of the BSC: small generators,
storage operators, and prosumers; and
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−− Mark Bellman, who brings a wealth of experience and
understanding in energy settlement both from
operational and financial perspectives, and
understanding of gas markets.
In March 2019, we appointed Sara Vaughan and David
Titterton to the ELEXON Board. Sara and David replaced
Volker Beckers and Alison Chappell as industry NonExecutive Directors. Both Sara and David bring extensive
industry experience with them, which will be highly
valuable for the Board in addressing the challenges facing
the industry.

I am glad to confirm my view that throughout all the
changes, ELEXON has remained focused on delivering the
services to the industry-leading high standard –
confirmed again by the 2018 Ofgem code administrators’
performance survey where we were rated by industry as
the best code administrator for the second year running.
I believe ELEXON and the BSC Panel have much to offer in
shaping the new digital and decentralised energy world
and the transition to a consumer focused, innovative,
smart and flexible energy system, I am confident that both
will do all they can to enable it.

Michael Gibbons
Chairman
5 June 2019

“It is with pleasure that
I highlight ELEXON’s
leading role on the
design for Ofgem of
the new Market-wide
Half-Hourly Settlement
arrangements.”

Financial Statement
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“In 2018/2019 we started
looking at how ‘behind
the meter’ activities
can be accommodated
within settlement to
give the right pricing
signals to support those
new business models”

The use of electricity and administration of energy markets
and services is changing radically. Commitment to the
decarbonisation agenda and considerable advances in
technology mean that consumers will be presented with
a growing number of new energy products and services:
from electric vehicles and home batteries to innovative
tariffs and the ability to have multiple suppliers.
Enabling innovation and new business models

Electricity Market Sandbox.
We created the Sandbox to work hand in hand with
Ofgem’s Innovation Link, a regulatory sandbox. We were
the first and the only code manager to introduce such an
initiative. Following implementation in the BSC, ELEXON’s
Electricity Market Sandbox can enable innovative
products and services to have trials with end customers
and working closely with Ofgem’s Innovation Link, we
expect to see the first trials going live in FY2019/2020.
Multiple Energy Providers.
Recognising a need to support a range of emerging
business models, we proposed a solution that can enable
a range of these new business models to be established in
the GB market. Based on the solution outlined in our
white paper ‘Enabling Customers to Buy Power from
Multiple Providers’, Modification P379 ‘Multiple Suppliers
through Meter Splitting” was raised. This initiative offers a
practical and cost-efficient way of adapting central
services to offer settlement solutions in support of
individual customers buying electricity from more than
one supplier. We believe that this development will
facilitate and enable a range of new business models,
such as community energy schemes, electric vehicle
leasing schemes with charging included in the price,
peer-to-peer trading and rapid switching.

Financial Statement

This means the central landscape of arrangements, of
which the BSC is just one part, has to change too. We see
it as our responsibility, as Code Manager of the BSC,
working with the Government, Regulator and industry, to
ensure the balancing and settlement arrangements
accommodate the consumer-facing changes in a more
agile and responsive manner. We are already introducing
changes to the settlement arrangements and to our
systems that deliver those arrangements, to enable
smaller organisations such as aggregators, to participate
in the GB Balancing Mechanism for the first time and we
are extending this to providers based in the EU via the
Project TERRE changes. In 2018/2019 we started looking
at how ‘behind the meter’ activities can be accommodated
within settlement to give the right pricing signals to
support those new business models.

Two of our other main initiatives are:
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“Despite providing
support and enabling
market change,
continuing to deliver our
services to our historic
high standards is our
number one priority”

Report from the Chief Executive Officer

Supporting consolidated market arrangements

Maintaining and improving our standards of service

We strongly believe improvements can be made beyond
the BSC too and we therefore welcome the Energy Codes
Review. Since the launch of the Codes Review in
November 2018 we have supported BEIS and Ofgem
through sharing our experience, expertise and our ideas
for code consolidation and simplification with practical
ways of achieving them. We have proposed a “Three Code
model” – bringing the current Codes together across
fuels alongside a number of suggestions on ‘quick wins’
that we believe can be ‘no-regret’ improvements to the
code governance under the current model and landscape
while wider changes are being implemented.

Despite providing support and enabling market change,
continuing to deliver our services to our historic high
standards is our number one priority. I remain proud of
our impressive customer satisfaction results. The scores
in ELEXON’s own 2018 customer satisfaction survey
showed that almost all of the respondents (92%) believe
our service has stayed at its high level or improved, the
highest score in seven years. I am also pleased the survey
showed continued appreciation for our expertise, the way
we support and guide the industry and being a ‘critical
friend’. Acting as a ‘critical friend’ is an important role for
us as a code manager in supporting existing and new
market entrants, especially when it comes to making
changes to the BSC. However, despite our high scores,
we are not complacent, and therefore we are using the
results to identify areas of further improvement to
our services.

While the Codes Review is ongoing, we believe there is an
immediate opportunity to consolidate the code
management functions through the Retail Energy Code
(REC). Harmonisation of the rules management for the
wholesale and retail markets can lead to the desired
‘whole systems’ approach being implemented into the GB
energy system. This can also be one of the first steps to
deliver on the Energy Codes Review objectives if a
proposal for having one Code Manager across all codes is
taken forward. When it comes to the REC administration, I
am pleased to note that the BSC Panel unanimously
supported Modification P365: Enabling ELEXON to tender
for the Retail Energy Code (REC).
Creating a digital platform – BSC Central Systems’
transformation and transition
We continued our multi-year programme of the BSC
systems re-design to adapt our existing technology
platforms and services to meet the future needs of our
customers.

Mark Bygraves
Chief Executive Officer
5 June 2019

Financial Statement

As previously outlined we embarked upon the Foundation
Programme in 2017/2018 to re-architect our central
systems to deliver a flexible, scalable and open platform
to provide settlement and ensure data is available to the
market for other value-added services. We are working
collaboratively with BSC Parties and other key
stakeholders across the industry to shape and design
improved processes and customer interfaces that are for
the benefit of the market. These include the changes
required for TERRE and the digitising of the Registration
processes and should result in more agile systems that
can more swiftly respond to the ever increasing demand
for change. We will keep our stakeholders fully informed
as this programme develops.

In summary, 2018/2019 has been another year of
transformative change; however, we remain determined
to provide best-in-class code management services,
operational support and expert policy advice.
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“Processing 1.25 million
meter readings every day
and handling £1.5 billion of
customers’ funds each year”

Financial Statement
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Strategic
Management
Our Business Model
ELEXON is a data platform and data services company that
is vital to the smooth operation of the wholesale electricity
market. We administer the electricity balancing and
settlement arrangements for Great Britain. These affect
all the companies that generate and supply electricity and
the 28 million customers that use it. ELEXON compares
how much electricity generators and suppliers said they
would produce or consume with actual volumes. We
work out a price for the difference and transfer funds
accordingly. This involves processing 1.25 million meter
readings every day and handling £1.5 billion of customers’
funds each year. Market volumes and many charges are
derived from our data.

In addition, the ELEXON Group provides other services for
the industry. Most significant of which is the settlement
services provided by EMR Settlement Limited to the Low
Carbon Contracts Company, and the Electricity
Settlements Company, to enable the development of low
carbon generation via contracts for difference and to
maintain security of supply via the capacity market.
We are a non-profit organisation and the value that we
generate for our stakeholders is based on our delivery of
reliable, cost effective and efficient services; our support
for, and enablement of, market change and innovation;
and the expertise of our people. Consequently, we
generate and preserve value over the longer term by:
−− engaging with stakeholders in developing our strategic
objectives and ensuring that our stakeholders continue
to support those objectives
−− investing in technology to create a platform that is
scalable, flexible and stable to support new services in
an open and accessible way, and is an essential
information asset for the industry and beyond, enabling
new innovative products and services
−− continuing to focus on the personal development of our
peoples’ expertise in order to build capability in the
business as we gain a better understanding of the skills
needed to perform in a rapidly changing energy market
by:
−− providing training, coaching and mentoring to ensure
we achieve the right balance between a high degree
of flexibility and the robust, predictable service
delivery for which ELEXON is recognised
−− building on our Silver Investor in People accreditation
to reach the next level of accreditation
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−− maintaining our focus on knowledge sharing and
transfer to enable our experts of tomorrow

Strategic Management

Our purpose and mission
Our purpose is to ensure that our ‘meter to bank’
arrangements support the reliable delivery of energy to
GB customers for the benefit of the UK economy and our
mission is to build on our valued market design expertise
to create trusted and open services using our flexible
platform, in order to enable innovation and competition.
Our Strategy
ELEXON’s vision is to create the leading provider of
central services to the GB energy sector, built on the
best practice from the ELEXON service culture for the
benefit of consumers and market participants. Our
strategy for achieving this is to simplify and consolidate
complex and fragmented services, develop new market
solutions and actively facilitate innovation, with the
support of our stakeholders and partners, for the benefit
of GB energy markets.

“ELEXON’s vision is
to create the leading
provider of central
services to the GB
energy sector”
Market trends and factors

The context to our strategy is that the energy industry is
undergoing a period of rapid change. Consequently,
important challenges facing ELEXON include:
−− BEIS and Ofgem’s review of energy codes
governance

Our strategic objectives are to:

−− retain our existing roles as BSC code manager, and BSC
and EMR settlement provider, by continuing to deliver
BSC and EMR services to a market leading standard.
ELEXON’s BSC role is our core business and we
produce an Annual BSC Report, available on our
website, setting out our performance against BSC
specific strategic objectives. This document is available
on our website www.elexon.co.uk
−− expand the BSC to enable new settlement services (e.g.
multiple suppliers, enabling storage, other behind the
meter activities)
−− secure our appointment as code manager for additional
roles (e.g. the Retail Energy Code)
−− deliver the simplification and consolidation of the
central bodies’ space for the benefit of industry and its
customers by engaging constructively on the industry
Code Governance Review

−− ensuring settlement arrangements enable and
accommodate the development of innovative business
models (including in relation to flexibility, storage,
electric vehicles and batteries)
−− promotion by the European Commission of a single
European energy market, including the Guideline on
Electricity Balancing, which is resulting in fundamental
changes to the balancing and settlement arrangements
such as the implementation of the Trans European
Replacement Reserves Exchange (TERRE)
−− the impact of Brexit on the GB energy market
−− the roll-out of smart metering
−− demand side flexibility and the development of
smart grids
−− the growth of distributed generation, battery storage
and electric vehicles and the associated transition to
Distribution System Operators

Financial Statement

−− enable innovation by leading on central market design
issues where they relate to or impact settlement,
demonstrating our expertise and insight, design and
delivery capability (e.g. Market wide Half Hourly
Settlement)

−− settlement reform including the move towards
mandatory half hourly settlement
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Business
Performance
ELEXON and its subsidiaries form a not-for-profit group
which (save for our subsidiary EMR Settlement) recoups its
costs from BSC Parties in accordance with the terms of the
BSC. All licensed electricity generators and suppliers in
Great Britain are obliged to become signatories to the BSC.
Other companies may choose to do so. EMR Settlement
recoups its costs under a contract for services with LCCC
and ESC.
The BSC requires ELEXON to produce an Annual BSC
Report by no later than 30 June each year. The Annual BSC
Report includes full details of ELEXON’s performance
as BSCCo during 2018/19 including performance against
our budget and a range of financial and non-financial
key performance indicators. The Annual BSC Report for
2018/19 will be available on the ELEXON website (www.
elexon.co.uk) from 30 June 2019.
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Turnover of the Group for the year to 31 March 2019 was
£45.4m (2018: £40.2m) including £4.8m (2018: £5.0m)
of EMR income see note 1.2. Excluding the EMR income,
turnover in relation to BSC was £40.6m compared with
£35.3m in the previous year. The increase in turnover (or
expenditure) of the Group from £40.2m to £45.4m was
mainly due to transforming and transitioning (Foundation
Programme) the current aging BSC Central Systems
to a platform using modern technologies, which will be
easier to maintain, mitigate the risks of failure and deliver
better value for money to BSC parties, as well as greater
flexibility.

After taking account of directly recoverable pass through
costs (communication lines and EMR project related
costs), the total costs to be recovered through Section D
charges was £40.5m, compared to the 2018/19 annual
BSC budget of £43.6m (net of EMR). The underspend was
mainly attributable to savings on resource and associated
overhead costs, accompanied with cost savings relating to
delays and rephasing of system implementation, as well
as less market development activity.
Looking forward, the Group budget for 2019/20 has
been set at £53.2m. For more details of our budget for
2019/20, please refer to our 2019/20 Business Plan on
the ELEXON website.
As the Group is not for profit, costs and interest charges
are exactly matched by turnover for the year. In order to
achieve this there has been a reconciliation of BSC costs
charged to Trading Parties for the 2018/19 financial year
based on the final audited costs and interest charges
shown in this report. A credit of £1.1m for the 2018/19
financial year will be returned to BSC Trading Parties in
August 2019.
This is ELEXON’s eighteenth full year of operation. Since
the start of the balancing and settlement arrangements
ELEXON’s BSC costs, net of interest, have fallen from
£71.8m (this is historic cost which includes £13.2m NETA
go live set-up costs) in 2001 to £40.6m (this represents
group turnover of £45.4m less EMR income of £4.8m).

“The Annual BSC
Report for 2018/19
will be available on
the ELEXON website
(www.elexon.co.uk)
from 30 June 2019”

Business Performance

Table 01:

Five-year comparison figures
Year ended 31
March 2019

Year ended 31
March 2018

Year ended 31
March 2017

Year ended 31
March 2016

Year ended 31
March 2015

£’000

£’000

£’000

£’000

£’000

BSC Turnover

40,531

35,261

31,747

29,873

30,238

EMR Turnover

4,844

4,984

5,401

5,522

2,642

(45,390)

(40,249)

(37,156)

(35,410)

(32,926)

15

4

8

15

46

Cost of Sales
Net Interest Income
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Corporate Social
Responsibility
ELEXON’s Corporate Social Responsibility (CSR) Strategy
is built around four themes (Environment, Community,
Workplace and Marketplace) and ensures that we behave
in a sustainable, socially and environmentally responsible
manner while supporting our ambition, values, brand and
business objectives.
Environment
ELEXON’s environmental policy provides its staff and
visitors with clear responsibilities and guidelines on how
we manage our impact on the environment in our
day-to-day work activities. We aim to reduce our
environmental impact through staff awareness
campaigns, by monitoring our energy consumption and
recycling waste.
We use smart metering technology to help us identify
where we can make savings, in lighting controls, air
conditioning running times and by turning off IT
equipment.
Community
At the beginning of April 2017, we started a three-year
partnership with two new charities, Guide Dogs for the
Blind and the Alzheimer’s Society, both of which were
chosen by ELEXON employees. During the first year,
employees raised over £1,500 for each charity through
various fundraising activities.
This year, they successfully raised almost £3,200 – a 100%
increase on the previous years.
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As well as supporting fundraising activities, we encourage
our employees to use volunteering days, or individually
participate in charitable activities. From running
marathons, charity boxing matches, and cycling counties,
our staff are frequently willing to raise money for both the
company charities and personal causes.

Marketplace
This year we have continued to embed CSR into our
supplier tender process as standard consideration, with a
weighting applied to suppliers’ commitment to it. We have
been working with new or potential suppliers and service
providers to ensure they are providing CSR credentials
compatible with our own. Also by working proactively with
suppliers, we are improving our supply chain so we
ensure we do the right thing by everyone.
Workplace
As a business, we believe our people are our greatest
asset, and we depend on the skills and commitment that
they bring to the organisation. We recognise that to
provide a great place to work, we need to retain our focus
on health, wellbeing, flexible-working, and personal
development. This year, our initiatives have included a
wellbeing campaign during Mental Health Awareness
Week and health and safety training. Further details of the
personal development initiatives available to employees
are included on page 14.
In terms of communicating with employees and
maintaining good employee relationships, we take a
number of steps:
−− We undertake a staff survey each year, with any
issues found forming part of an action plan for the
forthcoming year
−− As a relatively small company, employees have regular
contact with senior managers and members of the
Executive team
−− The Board holds a series of regular briefing sessions
with employees

Business
Environment
Principal risks and uncertainties
The Directors have undertaken a robust assessment of
the principal risks facing the company. The table below
sets out the principal risks faced and outlines how those
risks have been mitigated.

Risk

Managing and mitigating the risk

Failure to deliver major projects.

The Company continues to build its capabilities through:
−− Recruitment of experienced and high calibre project managers,
architects and Business analysts and
−− Ensuring Executive sponsorship of projects where appropriate
appointing an independent project assurance partner, if necessary
−− Ensuring that procurement strategy supports the appointment of
capable third parties

Diminution, demise or break-up of
ELEXON due to institutional reform or
changing market arrangements

−− The Company monitors, participates and leads on industry
changes where possible (e.g. Half Hourly Settlement).
−− We work closely with Ofgem and BEIS to understand, help and
influence their proposals for reform
−− Bring forward improvements to governance, to enable innovation
and to demonstrate leadership
−− Maintaining awareness of market and technology developments

Cyber attack at ELEXON or a
service provider

−− The Company continues to be ISO27001 and Cyber Essential
Plus certified.

−− We have procured access to a threat intelligence service
−− Systems in place to continuously identify and implement
improvements
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−− Regular penetration testing of ELEXON and service provider
systems
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−− We have appointed a third party to assist with incident response to
increment and help build our own expertise.

Business Environment

Risk

Managing and mitigating the risk

ELEXON’s role does not grow due to
vires limitations

−− Exploring with Panel, Ofgem and industry to ascertain support to
address the vires limitation

ELEXON’s reputation is damaged due to
industry disagreement with our strategy

−− Engagement with industry and proactively understanding
any concerns

Loss of stakeholder confidence in the
investment in the Foundation Programme
pending the outcome of the Review of
Industry Codes

−− The platform is agnostic to the specific codes and is rules based
so would be relevant after any rules consolidation

Review of industry codes

−− The work to deliver the platform is also looking at simplifying the
codes, as well as making them more accessible (which are stated
goals of the code review)
−− The codes review is expected to take some time to implement any
proposals, whilst in the meantime ELEXON’s systems are in need
of upgrade to continue to deliver balancing and settlement
services and adapt to facilitate new business models
−− The platform could actually accelerate code simplification and
consolidation, once a model had been decided

ELEXON’s EMR role ceases due to the EU
State Aid ruling by the ECJ

−− The consequences of the decision and the timing of the response
are for BEIS and the European Commission to determine. In the
meantime, EMRS continues to work with ESC

Delivery risk of BSC Releases impacting
BSC Central Systems

−− Managing the pipeline of business and BSC Change to plan
forthcoming BSC Releases. Where changes are required for
compliance purposes we are engaging with our service providers
to find solutions that mitigate the risk on a change by change basis

Viability Statement
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Taking account of the Company’s current position
and principal risks, the Directors have assessed the
prospects of the Company over a period of three years.
The Directors believe three years to be an appropriate
period as this is the period in respect of which the
Company undertakes financial projections as part of its
business planning process.
The funding arrangements for the Company are set out in
Section D of the BSC. As a result of the BSC funding
arrangements, there is no risk of ELEXON failing to meet
its liabilities. The BSC funding arrangements ensure that
all of the Company’s BSC costs are funded by BSC Parties.

The Directors therefore have a reasonable expectation
that the Company will be able to continue in operation and
meet its liabilities as they fall due over the period of their
assessment. This assessment is based on the assumption
that ELEXON’s funding model remains unchanged. We
have no expectation of any change to our funding
arrangements.
Approved by the Board of Directors and signed on behalf
of the Board.
Nicholas Brown
Company Secretary
5 June 2019
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Directors’
Report

Financial Statement

Directors’ Report

The Directors present their annual report and the
audited financial statements for the year ended 31
March 2019.
Directors
The Directors that served throughout the year were
as follows:
Michael Gibbons – Chairman
Mark Bygraves – Chief Executive Officer
Sara Vaughan – Non-executive, appointed as a director
on 1 March 2019
David Titterton – Non-executive, appointed as a director
on 1 March 2019
Volker Beckers – Non-executive, until 28 February 2019
Alison Chappel – Non-executive, until 28 February 2019
Clare Duffy – Non-executive

Charitable and political contributions
During the year, the company made no charitable or
political contributions.
Future Developments
(Future developments are included in the
Strategic Report)
The Chairman’s Other Significant Commitments

Anne Heal – Non-executive

Michael Gibbons is President of the Energy Industries
Club, Director of the British Management Data
Foundation, Chairman of the Energy Institute Policy
Seminars and Patron of the Professional Mediators
Association. These commitments do not impact on the
Chairman’s independence or his ability to allocate
sufficient time to the Company to discharge his
responsibilities effectively.

The Group has arranged a £0.1m overdraft facility for
ELEXON and a £1.0m overdraft facility for ELEXON
Clear respectively with Barclays PLC at the variable
rate of 2.25 percent above the bank’s base rate. The
Board believe that this provides a secure financial base
for the Group for the foreseeable future. Financial risks
are also mitigated by the nature of the debtor balances
owed, with the BSC providing for other BSC Parties to
meet the liabilities of any debtor in default; and the
provision of the BSC whereby ELEXON recovers its
costs one month in advance. As a result, the Board
considers that there is a reasonable expectation that
the Group will continue in operating existence for the
foreseeable future and has therefore used the going
concern basis of accounting in the preparation of the
financial statements.
Employees
Elexon

The Group agrees terms and conditions for its business
transactions with suppliers of goods and services.
Payment is then made in accordance with these terms,
subject to compliance by the suppliers with the
requirements of their contracts. Trade creditors of the
Company at 31 March 2019 were equivalent to 22 days’
purchases (2018: 23 days’), based on the average daily
amount invoiced by suppliers to the Company during
the year.

David Rigney – Non-executive

Going concern
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Payment to Suppliers of goods and services

See note 1.3 for details on the number of employees and
related costs.
Dividends
Under the terms of the BSC, the Company has no power
or authority to declare or pay any dividends.

Qualifying Third Party Indemnity Provisions
The Company has made qualifying third party indemnity
provisions for the benefit of its Directors, which were
made during the year and remain in force at the date of
this report.
Directors’ Responsibilities Statement
The Directors are responsible for preparing the Annual
Report and the financial statements in accordance with
applicable law and regulations.
Company law requires the Directors to prepare financial
statements for each financial year. Under that law the
Directors have elected to prepare the financial statements
in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting
Standards and applicable law), including FRS 102 “The
Financial Reporting Standard applicable in the UK and
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Republic of Ireland”. Under Company law the Directors
must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of
affairs of the Company and of the profit or loss of the
Company for that period. In preparing these financial
statements, the Directors are required to:
−− select suitable accounting policies and then apply them
consistently;
−− make judgments and accounting estimates that are
reasonable and prudent;
−− state whether applicable UK Accounting Standards have
been followed, subject to any material departures
disclosed and explained in the financial statements; and
−− prepare the financial statements on the going concern
basis unless it is inappropriate to presume that the
Company will continue in business.
The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the Company’s transactions and disclose with reasonable
accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements
comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the Company
and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

Auditor
Each of the persons who is a director at the date of
approval of this report confirms that:
−− so far as the director is aware, there is no relevant audit
information of which the Company’s auditor is unaware.
−− the director has taken all the steps that they ought to
have taken as a director in order to make themselves
aware of any relevant audit information and to establish
that the Company’s auditor is aware of that information.
This confirmation is given and should be interpreted in
accordance with the provisions of s418 of the Companies
Act 2006.
Approved by the Board of Directors and signed on behalf
of the Board.

Nicholas Brown
Company Secretary
5 June 2019

The Directors are responsible for the maintenance and
integrity of the corporate and financial information
included on the Company’s website. Legislation in the
United Kingdom governing the preparation and
dissemination of financial statements may differ from
legislation in other jurisdictions.

Financial Statement

The Directors consider that the annual report and
financial statements, taken as a whole, are fair, balanced
and understandable and provide the information
necessary to assess the Company’s position,
performance, business model and strategy.
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the importance and
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Corporate governance
ELEXON occupies a unique position of accountability and
responsibility to the electricity industry and the
Company’s Board therefore recognises the importance
and value of good corporate governance. Consequently,
whilst ELEXON is not a listed company so the UK
Corporate Governance Code (2016) is not applicable to the
Company, we do seek to follow best practice including
those principles in the Corporate Governance Code that
are relevant to the Company. A general narrative
statement relating to the governance of the Group
appears below.
The Role of the Board
The Board has a formal schedule of matters specifically
reserved for its decision which include approving
contracts with a value in excess of £500,000, setting and
reviewing the strategic direction of the Company,
reviewing expenditure against budget, approving the
Annual Report and the financial statements, monitoring
exposure to key business risks, reviewing progress
towards achievement of objectives, ensuring that the
necessary financial and human resources are in place for
the Company to meet its objectives, reviewing
management performance, setting the Company’s values
and standards and ensuring that its obligations under the
BSC are understood and met.

The Board, and each of its Committees, hold regular
meetings scheduled throughout the year and ad hoc
meetings as required. All Directors are expected to attend
all Board and relevant Committee meetings. Any Director
who is physically unable to attend Board and Committee
meetings is given the opportunity to attend by telephone
conference.
The Board also holds regular:
−− strategy meetings during which the Board discusses
the company’s strategy, progress against strategic
objectives and stakeholder engagement
−− director insight events which provide detailed insight to
the Board on aspects of our Business and emerging
issues for the industry
−− briefings with our people which are an opportunity for
the Board to gain a greater understanding of the
business, and for our people to gain a greater
understanding of the work of the Board, and to build
relationships
Attendance at Meetings
Details of attendance by Directors at Board and Committee
meetings during 2018/19 are set out in Table 02.

Table 02:

Name of Director

The schedule of matters reserved for the Board is
available on our website.

Audit and Risk Committee

Remuneration Committee

Nominations Committee

9

4

5

3

Michael Gibbons

9 (9)

3(3)* ; 1(1)

5 (5)

3 (3)

Alison Chappell

8 (8)

–

4 (4)

3 (3)

Clare Duffy

8 (9)

3 (4)

5 (5)

3 (3)

David Rigney

8 (9)

4 (4)

5*

3 (3)

Volker Beckers

8 (8)

2 (3)

2*

3 (3)

Mark Bygraves

9 (9)

4*

5*

3*

Anne Heal

9 (9)

3*

5 (5)

3 (3)

Sara Vaughan

1 (1)

1*

1*

–

David Titterton

1 (1)

1*

1*

–

Total number of meetings

Notes
1.

3.
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2.

Numbers in brackets show the number of meetings that each Director was a member of the Board or a Committee. Board and Committee membership is
on pages 25 and 26.
Numbers with asterisks show how many Committee meetings a Director attended in whole or in part where they were not a member of that Committee.
Non-members are invited to attend Committee discussions where this will enhance the efficiency of decision making.
Volker Beckers and Alison Chappell’s term of office concluded on 28 February 2019 and Sara Vaughan and David Titterton were appointed on 1 March 2019.

Financial Statement

Board

Corporate Governance Statement

Division of Responsibilities
There is a written division of responsibilities between the
Chairman and Chief Executive Officer. The Chairman is
responsible for running the Board and ensuring its
effectiveness in all aspects of its role, whilst the Chief
Executive Officer has executive responsibility for running
the Company.
Role of Non-Executive Directors
The Non-Executive Directors provide constructive
challenge and help develop proposals on strategy. They
are responsible for scrutinising the performance of
management, determining appropriate levels of
remuneration for the Executive team and satisfying
themselves on the integrity of financial information and
that financial controls and systems of risk management
are robust and defensible.
David Rigney is the Senior Independent Director. The main
responsibilities of the Senior Independent Director are to:
−− provide a sounding board for the Chairman and to serve
as an intermediary with other Directors when
necessary
−− be available to stakeholders if they have concerns
where contact through the normal channels of
Chairman, Chief Executive Officer or the Executive team
has failed to resolve or for which such contact is
inappropriate
−− meet with other Non-executive Directors without the
Chairman present at least annually in order to appraise
the Chairman’s performance.
Composition of the Board
The composition of ELEXON’s Board is as follows:
−− the Non-executive Chairman
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−− two Non-executive Directors who are
independent of industry
−− three Non-executive Directors with relevant electricity
industry experience
−− the Chief Executive Officer
The Board considers that all of the Non-executive
Directors are independent.

Alison Chappell, whose term of office came to an end on
28 February 2019, was a senior employee of RWE
(Rheinisch-Westfalisches Elektrizitatswerk). Clare Duffy
is a senior employee of ESB (Electricity Supply Board),
Sara Vaughan is a senior employee of E.ON and David
Titterton is a senior employee of npower. As BSC Parties,
RWE, RWE npower, ESB and Eon have a material business
relationship with the Company. These matters are
relevant to the criteria identified in the UK Corporate
Governance Code relating to Directors’ independence. The
Board’s view is that appointing industry Non-executive
Directors from amongst BSC Parties is an important
element in ensuring that it has the appropriate balance of
skills, experience, independence and knowledge of the
Company on the Board. The Board has considered the
contribution of these Directors to the discussions and
decisions of the Board and determined that they continue
to demonstrate independence of judgement and
character.
Appointments to the Board
The Nominations Committee leads the process for Board
appointments and makes recommendations to the Board.
A report on the activities of the Nominations Committee is
on page 30.
During the course of the year the terms of office of Alison
Chappell and Volker Beckers came to an end, both having
served a six year term, and the Board conducted an open
process which resulted in the appointment of Sara
Vaughan and David Titterton as Non-executive Directors.
Induction
The Chairman, along with the Company Secretary, is
responsible for the induction of new directors. As part of
their induction, new directors receive an induction
programme that is tailored to their individual needs and
includes:
−− meetings with the Chief Executive and the Executive
team on ELEXON’s business, our strategy and
stakeholders and the challenges facing the business;
−− meetings with the Company Secretary on ELEXON’s
corporate governance and the HR Manager on
ELEXON’s people;
−− a comprehensive directors’ information pack; and
−− an introduction to the BSC Panel (including attending a
Panel meeting) and the Balancing and Settlement Code.

Corporate Governance Statement

Time Commitment

Evaluation and effectiveness

The time commitment expected of Non-executive
Directors is included in their terms and conditions of
appointment. Copies of these terms of appointments are
available upon request. Any significant other
commitments of Non-executive Directors’ were reported
to the Board prior to their appointment and the Board is
informed of any changes to those commitments.

The Board’s performance and that of its Committees and
Directors is evaluated every year. The evaluation is
externally facilitated every third year. Independent Board
Evaluation, which is independent of the Company,
undertook the 2017/18 evaluation.

The Chairman’s other significant commitments are
disclosed on page 22. The Chief Executive Officer has no
other relevant directorships.

The 2018/19 effectiveness evaluation was conducted
internally and was based on a review of the action plan
produced by the 2017/18 external evaluation. A number of
the recommendations from that evaluation have been fully
implemented. The Board agreed the following areas
required further development:

Development
To strengthen the Directors’ knowledge and
understanding of the Company, Board members attend
briefing sessions with different teams within the
Company. Board meetings also regularly include briefings
on specific topics of relevance to the Company’s activities.
During the course of this year, topics covered have
included blockchain and agile projects and techniques and
terminology.
The Chairman will meet with Non-executive Directors
during the third quarter to discuss their individual
development.
Information and Support
The Chairman, supported by the Company Secretary,
ensures that the Board receives accurate, timely and
clear information.

All the Company’s Directors are entitled to obtain
independent professional advice at the Company’s
expense and have access to the services of the
Company Secretary.

−− ensuring that the Chairman meets individually with all
Non-executive Directors to discuss development
−− scheduling time during the year for agenda free
discussions
−− incorporating the company’s diversity objectives into a
people strategy
−− key stakeholders, including BSC Parties, should be
invited to present at the Board’s next strategy event
Re-election of Directors
In accordance with the provisions of the BSC, each
Director who had been appointed, or reappointed, during
the previous year, is subject to re-election at the next
Annual BSC Meeting. Consequently, Sara Vaughan and
David Titterton will seek election at the Annual BSC
Meeting scheduled for 11 July 2019.
Financial and Business Reporting
This Annual Report has been prepared in the light of the
Corporate Governance Code requirement for the Annual
Report to present a fair, balanced and understandable
assessment of the Company’s prospects. The drafting and
review of the Annual Report is undertaken in parallel with
the audit undertaken by the external auditors.

Financial Statement

The formal agenda for each Board and Committee
meeting is circulated, together with papers relating to
each of the matters on the agenda, one week in advance.
For significant matters, a member of the Executive team
will contact each of the Directors in advance. A record of
actions is circulated following each meeting and formal
minutes of all Board and Committee meetings are
circulated to all Directors before the next Board or
Committee meeting and are considered for approval at
that Board meeting.

−− the Board’s skills matrix and Board
succession planning
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Risk Management and Internal Control
The Board is responsible for determining the nature and
extent of the principal risks it is willing to take in achieving
its strategic objectives. Further details of the principal
risks facing the Company are set out on page 19.
The Board, supported by the Audit and Risk Committee, is
responsible for:
−− determining the nature and extent of the principal risks
that the Company is willing to take in achieving its
objectives;
−− the Company’s system of risk management and internal
control; and

ELEXON has an internal audit function that provides the
Audit and Risk Committee with independent, objective
assurance regarding internal controls and risk
management processes as part of the Company’s risk
management and assurance regime. The Audit and Risk
Committee agrees a programme of internal audit work
annually and reviews progress at each of its meetings
with the internal audit manager. All members of the
Committee are provided with the reports prepared
by the internal audit manager as part of the internal
audit work plan.
Audit Committee and Auditors
The Audit and Risk Committee report on page 29, sets out
details of how the Committee has discharged its duties
during the year.

−− reviewing the effectiveness of those systems.
The Level and Components of Remunerations
Recognising that risk is an inevitable part of being in
business, and that it is not possible to entirely eliminate
risk, the Group’s risk management and internal control
system is designed to identify, monitor and mitigate risks
rather than eliminate them.
The corporate risk register is reviewed by the Audit and
Risk Committee on a quarterly basis. The Audit and Risk
Committee also undertakes periodic deep dives into the
management of specific risks.
Risks are assessed monthly by the responsible individuals
assigned to the risk. The monthly assessment considers
whether the threat of the risk is reducing or increasing as
a result of the mitigation applied or if any risks can be
closed. Any new risks are also considered and added as
necessary.
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Risk changes are collated by internal audit and reported
to the monthly Executive meeting. The Executive team
assess which risk changes or events merit inclusion in the
risk section of the monthly Chief Executive’s Report which
is presented to the Board.
In addition, the Company’s project management approach
involves project teams identifying, analysing, evaluating
and addressing risks associated with each project. Each
project maintains its own risk register with significant
project risks escalated to the corporate risk register. In
addition, the Company maintains a project portfolio that
ensures that risks and issues on one project which impact
on other projects are identified and managed.

The Remuneration Committee is responsible for
recommending to the Board the remuneration policy and
setting the remuneration for the Executive team and the
Chairman in accordance with the remuneration policy.
The Report of the Remuneration Committee on
pages 30 to 31 outlines the activities of the Committee
during the year and sets out excerpts of the Directors’
remuneration policy.
Remuneration Procedure
Further details are available in the Report of the
Remuneration Committee on pages 30 to 31. The
Remuneration Committee’s terms of reference are
available on the Company’s website.
Dialogue with Shareholders
The rights and responsibilities of the Company’s sole
shareholder, NGESO (NGET until 31st March 2019), are
constrained by the BSC. Having regard to the role of
ELEXON under the BSC and its position as a central body
for the electricity industry, the Company undertakes a
dialogue with a broad range of stakeholders. ELEXON’s
relationship with BSC Parties, as the Company’s funding
parties, is particularly key. In recognition of that, and in
order to ensure the accountability of the Board to BSC
Parties, BSC Parties have the collective right to remove
Board members and to vote on their re-election.

Corporate Governance Statement

The dialogue between the Board and stakeholders is
conducted through a number of channels including:
−− the Chairman of the Board also chairs the BSC Panel;
−− the Chief Executive also attends the BSC Panel;
−− the Chairman and Chief Executive hold regular
meetings with stakeholders including BEIS, Ofgem and
the ESO. The results of these meetings are reported to
the Board;
−− attendance by Board members at occasional Panel
meetings and informal Panel events;
−− during the year, the Company seeks the comments from
stakeholders on its Business Strategy and Budget for
the forthcoming year;
−− the Company conducts an annual customer survey
which is considered by the Board, including any issues
and concerns raised by BSC Parties;
−− there are regular meetings between members of the
Executive team and BSC Parties which are also
reported, where relevant, to the Board;

Purpose
The Terms of Reference for the Audit and Risk Committee
are available on ELEXON’s website. Its main
responsibilities include monitoring the integrity of the
financial statements of the Company, reviewing and
monitoring the external auditor’s independence and
objectivity, in particular, the provision of non-audit
services that they provide and determining the nature and
extent of the principal risks that the Company is willing to
take in achieving its objectives, establishing the
Company’s system of risk management and internal
control and reviewing the effectiveness of those systems.
In discharging these responsibilities, the Audit and
Risk Committee considers reports from the external
auditor, internal auditor and from management, and
monitors the implementation of any necessary actions
including an independent review of nominated areas of
internal control.
Report
The key items considered by the Committee during the
year were:
−− the 2018 annual report

−− the BSC provides for an Annual BSC Meeting where
BSC Parties can ask questions of the Board and the
BSC Panel;

−− the 2018 audit report from Moore Stephens LLP

−− every 6 months the chairman writes to BSC Parties
describing the work of ELEXON’s Board and invites
feedback from Parties;

−− the results of reviews carried out by the Company’s
internal auditor

−− in accordance with the BSC, a majority of the NonExecutive Directors on the Board are appointed from
industry.
Constructive Use of General Meetings

Report of Audit and Risk Committee

−− the introduction of updated risk assessment criteria and
risk register following PwC’s review of ELEXON’s risk
management system
−− providing training to enable greater embedding of risk
management in the business
−− a quarterly review of the Company’s cyber security
arrangements
−− the effectiveness of the Company’s risk management
and internal controls undertaken by PwC
−− a review of the company’s whistleblowing procedures
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The Audit and Risk Committee is chaired by David Rigney
who has recent, relevant and significant financial
experience. The other members of the Audit and Risk
Committee are Clare Duffy, Volker Beckers (until 28
February 2019) and Sara Vaughan (since 3 April 2019).

−− the principal risks and uncertainties faced by the
Company, which are reviewed on a quarterly basis

Financial Statement

The Annual BSC Meeting provides a key opportunity for
the Board to communicate with and meet with BSC
Parties. The next Annual BSC Meeting is scheduled for 11
July 2019 and will take place at ELEXON’s offices and all
BSC Parties are invited to attend.

−− the 2019 audit work plan and accounting policies
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Significant issues

Report

The Committee did not consider that there were any
significant issues in relation to the financial statements
that needed to be addressed.

The key items considered by the Committee during the
year were:

Effectiveness of the External Audit Process
The Audit and Risk Committee undertakes an annual
assessment of the effectiveness of the annual audit
process. This involves the completion of a comprehensive
questionnaire by the Chief Financial Officer in consultation
with the Audit and Risk Committee.
Non-Audit Services
Note 1.4 to the financial statements includes a description
of non-audit services performed by ELEXON’s external
auditor during the year. The objectivity and independence
of the auditor are safeguarded by limiting the value of
non-audit services performed by the external auditor, the
periodic rotation of the lead audit partner, independent
reporting lines from the auditors to the Committee and
the opportunity to meet with the Committee privately.
Report of Nominations Committee
The Nominations Committee is chaired by Michael
Gibbons. Its other members are Alison Chappell (until 28
February 2019), Clare Duffy, David Rigney, Volker Beckers
(until 28 February 2019), Anne Heal. Sara Vaughan (from 1
March 2019) and David Titterton (from 1 March 2019).
Purpose
The Terms of Reference for the Nominations Committee
are available on ELEXON’s website. Its main
responsibilities include:
−− reviewing the structure, size and composition
(including the skills, knowledge, experience and
diversity) of the Board
−− succession planning
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−− identifying and nominating, for the approval of the
Board, candidates to fill Board vacancies as and when
they arise.

−− following the end of Alison Chappell’s and Volker
Becker’s terms of office, a review of the composition of
the Board in the light of the Company’s strategy so as to
identify what skills, knowledge and experience should
be targeted as part of the appointment process
−− the appointment of Sara Vaughan and David Titterton as
industry Non-executive Directors, which took effect on
1 March 2019
The external search firm, Saxton Bampfylde, was used for
the appointment process. Saxton Bampfylde has no other
connection with the Company. A number of candidates
were considered by the Nominations Committee who were
either identified by Saxton Bampfylde or who replied to
our public advertisements. We interviewed seven
candidates who all had considerable electricity industry
experience. The skills and experience that lead to the
appointment of Sara and David included their industry
knowledge, networking skills and experience of
transformation and culture change.
Diversity
ELEXON is committed to promoting equal opportunities in
employment and maintains an Equal Opportunities Policy.
The Board believes that diversity improves effectiveness
and enhances the success of the Company. All
appointments made by the Board include a consideration
of the benefits of diversity.
Report of Remuneration Committee
The Remuneration Committee was chaired by Alison
Chappell until her retirement on 28 February 2019 after
which it was chaired by Anne Heal from 1 March 2019.
Michael Gibbons, Clare Duffy and, since 3 April 2019,
David Titterton are all members of this Committee.
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Purpose

Process

The Terms of Reference for the Remuneration Committee
are available on ELEXON’s website. Its main
responsibilities include:

In determining Executive remuneration the
Committee adheres to a formal and robust procedure.
The Committee is comprised entirely of independent
Non-executive Directors who determine Executive
remuneration in accordance with a policy that has
been set by the Board. This policy is summarised
below. Remuneration is set within the scope of the
Company’s total annual budget. Prior to approving the
annual budget, the Board seeks comments from the
Panel and BSC Parties.

−− making recommendations to the Board on the
Executive Team Remuneration Policy and the Staff
Remuneration Policy
−− Determining objectives for the bonus element of
Executive remuneration
−− Determining Executive remuneration. In determining
Executive remuneration the Committee adheres to a
formal and transparent procedure.
The remuneration of Non-executive Directors is
determined by non-conflicted members of the Board.
Report
The key items considered by the Committee during the
year were:
−− agreeing the Executive bonus award for 2017/18
−− setting Executive objectives for 2018/19
−− approving Executive salaries for 2018/19

Note 1.3 to the financial statements sets out the Directors’
remuneration for the year.

The remuneration of the Executive team is designed to
promote the long term success of the Company. Their
remuneration consists of a base salary plus taxable
benefits (including private health insurance and life
assurance), a defined contribution pension scheme
(unless already a member of the legacy defined benefit
scheme) and a performance bonus.
Total remuneration is benchmarked against a
comprehensive data set currently supplied by Korn Ferry.
Benchmarking is based on a job evaluation that will be
reviewed at least every three years. ELEXON’s policy is to
endeavour to remunerate all employees, including
members of the Executive team, above the 50th percentile
as referenced by Korn Ferry or similar pay data.
The Executive bonus is determined by reference to
performance against individual and corporate objectives.
Non-executive Director remuneration reflects the time
commitments and responsibilities of the role as well as
taking into account the need to attract and retain
individuals with the necessary skills and experience.
Directors’ fees are benchmarked periodically taking into
account some other comparable organisations. n

Financial Statement

−− during the course of the year, the Committee continued
its review of Executive remuneration and the Executive
remuneration policy. The Committee appointed Korn
Ferry who assisted the Committee in undertaking job
evaluations for each member of the Executive team and
in determining the most appropriate data sets for
benchmarking total Executive remuneration at ELEXON.
The benchmarking provided evidence that there are
some variances between the level of remuneration for
some members of the Executive team and the relevant
comparators identified by the benchmarked data. The
Committee is in the process of determining what steps
should be taken in respect of this variance.

Policy
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Independent Auditor’s Report
to members of ELEXON LIMITED
Opinion

Conclusions relating to going concern

We have audited the financial statements of ELEXON
Limited (“the Parent Company”) and its subsidiaries (the
“Group”) for the year ended 31 March 2019 which
comprise the Consolidated Profit and Loss account,
Consolidated Balance Sheet, Company Balance Sheet,
Consolidated Cash Flow Statement and notes to the
financial statements, including a summary of significant
accounting policies. The financial reporting framework
that has been applied in their preparation is applicable
law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland (United
Kingdom Generally Accepted Accounting Practice).

We have nothing to report in respect of the following
matters in relation to which the ISAs (UK) require us to
report to you where:

In our opinion, the financial statements:
−− give a true and fair view of the state of the Group’s and
the Parent Company’s affairs as at 31 March 2019 and of
its results for the year then ended;
−− have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice; and
−− have been prepared in accordance with the
requirements of the Companies Act 2006.
Basis for opinion
We conducted our audit in accordance with International
Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of
the financial statements section of our report. We are
independent of the Group and Parent Company in
accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK,
including the FRC’s Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis
for our opinion.

−− the Directors’ use of the going concern basis of
accounting in the preparation of the financial
statements is not appropriate; or
−− the Directors have not disclosed in the financial
statements any identified material uncertainties that
may cast significant doubt about the Group’s or the
Parent Company’s ability to continue to adopt the going
concern basis of accounting for a period of at least
twelve months from the date when the financial
statements are authorised for issue.
Other information
The Directors are responsible for the other information.
The other information comprises the information included
in the annual report, other than the financial statements
and our auditor’s report thereon. Our opinion on the
financial statements does not cover the other information
and, except to the extent otherwise explicitly stated in our
report, we do not express any form of assurance
conclusion thereon.
In connection with our audit of the financial statements,
our responsibility is to read the other information and, in
doing so, consider whether the other information is
materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears
to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we
are required to determine whether there is a material
misstatement in the financial statements or a material
misstatement of the other information. If, based on the
work we have performed, we conclude that there is a
material misstatement of this other information, we are
required to report that fact.
Financial Statement

We have nothing to report in this regard.
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Opinions on other matters prescribed by the
Companies Act 2006
In our opinion, based on the work undertaken in the course
of the audit:
−− the information given in the Directors’ report for
the financial year for which the financial statements
are prepared is consistent with the financial
statements; and
−− the Directors’ report has been prepared in accordance
with applicable legal requirements.
Matters on which we are required to report by exception
In light of the knowledge and understanding of the Group
and Parent Company and its environment obtained in the
course of the audit, we have not identified material
misstatements in the Director’s report.
We have nothing to report in respect of the following
matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion;
−− adequate accounting records have not been kept, or
returns adequate for our audit have not been received
from branches not visited by us; or
−− the financial statements are not in agreement with the
accounting records and returns; or
−− certain disclosures of Directors’ remuneration specified
by law are not made; or
−− we have not received all the information and
explanations we require for our audit.
Responsibilities of Directors

34

Elexon

As explained more fully in the Directors’ responsibilities
statement, the Directors are responsible for the
preparation of the financial statements and for being
satisfied that they give a true and fair view, and for such
internal control as the Directors determine is necessary
to enable the preparation of financial statements that
are free from material misstatement, whether due to
fraud or error.
In preparing the financial statements, the Directors are
responsible for assessing the Group’s and the Parent
Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting

unless the Directors either intend to liquidate the Group
or the Parent Company or to cease operations, or have no
realistic alternative but to do so.
Auditor’s responsibilities for the audit of the financial
statements
Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and
to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of
these financial statements.
A further description of our responsibilities for the audit of
the financial statements is located on the Financial
Reporting Council’s website at: https://www.frc.org.uk/
auditorsresponsibilities. This description forms part of
our auditor’s report.
Use of our report
This report is made solely to the Group and Parent
Company’s members, as a body, in accordance with
Chapter 3 of Part 16 of the Companies Act 2006. Our audit
work has been undertaken so that we might state to the
Group and Parent Company’s members those matters we
are required to state to them in an auditor’s report and for
no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other
than the Group or Parent Company and the Group or
Parent Company’s members as a body, for our audit work,
for this report, or for the opinions we have formed.

Laura Pingree
Senior Statutory Auditor
5 June 2019
For and on behalf of BDO LLP, statutory auditor
150 Aldersgate Street
London, EC1A 4AB
BDO LLP is a limited liability partnership registered in
England and Wales (with registered number OC305127).
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Financial Statement

Consolidated profit
and loss account

Notes
Turnover

1.2

Cost of sales

£’000

£’000

45,375

40,245

(45,390)

(40,249)

1.4

(15)

(4)

Interest receivable and similar income

1.5

15

4

–

–

–

–

–

–

Result for the financial year

–

–

Retained result brought forward

–

–

Retained result carried forward

–

–

Result from ordinary activities before taxation
Tax on result from ordinary activities

1.6

There are no movements in reserves, shareholder’s
funds, or any other recognised gains or losses and
consequently no Statement of changes in equity and
Statement of comprehensive income and retained
earnings have been presented.
As permitted by Section 408 of the Companies Act 2006,
the profit and loss account of the parent Company,
ELEXON Limited, is not presented as part of these
financial statements. The parent Company’s result for the
financial year was £nil (2018: £nil).
The notes on pages 40 to 51 form part of these financial
statements

Elexon

Year ended 31 March 2018

Operating result

Interest payable and similar charges
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Year ended 31 March 2019

Consolidated
balance sheet

Notes

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

587

627

Fixed assets
Tangible assets

1.7

Intangible fixed assets

1.8

1,179

2,799

1,766

3,426

104,890

Current assets
Debtors

1.10

138,350

Cash at bank and in hand

1.11

101,583

89,659

239,933

194,549

(241,699)

(197,975)

(1,766)

(3,426)

–

–

–

–

–

–

Creditors: amounts falling due within one year

1.12

Net current liabilities

Net assets

Capital and reserves
Called up share capital

1.13

Shareholder’s funds

The notes on pages 40 to 51 form part of these accounts.
These financial statements were approved by the Board of
Directors and authorised for issue on 5 June 2019.
Signed on behalf of the Board of Directors
Company Registration Number 3782949

Michael Gibbons
Director
Financial Statement
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Company
balance sheet

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

1.7

587

627

Intangible fixed assets

1.8

1,179

2,799

Investment

1.9

–

–

1,766

3,426

Notes
Fixed assets
Tangible assets

Current assets
Debtors

1.10

2,895

2,422

Cash at bank and in hand

1.11

2,900

2,035

5,795

4,457

Creditors: amounts falling due within one year

1.12

(7,561)

(7,883)

(1,766)

(3,426)

–

–

–

–

–

–

Net current liabilities
Net assets

Capital and reserves
Called up share capital

1.13

Shareholder’s funds

The notes on pages 40 to 51 form part of these financial
statements.
These financial statements were approved by the Board of
Directors and authorised for issue on 5 June 2019.
Signed on behalf of the Board of Directors
Company Registration Number 3782949
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Michael Gibbons
Director

Consolidated cash
flow statement

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

12,210

31,862

Interest received

15

4

Net cash inflow from returns on investments and servicing of finance

15

4

(301)

(343)

Payments to acquire intangible fixed assets

–

(278)

Receipts from sales of tangible fixed assets

–

–

(301)

(621)

11,924

31,245

Notes
Operating activities
Net cash (outflow)/inflow from operating activities

1.19

Returns on investments and servicing of finance

Capital expenditure and financial investment
Payments to acquire tangible fixed assets

Net cash outflow from capital expenditure and financial investment

(Decrease)/Increase in cash and cash equivalents

1.20

The notes on pages 40 to 51 form part of these financial
statements.
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Notes to the
financial
statements
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1.

Notes to the financial statements

1.1. Accounting Policies
The financial statements are prepared in accordance with
United Kingdom law and Financial Reporting Standard
102 – ‘The Financial Reporting Standard applicable in the
United Kingdom and Republic of Ireland’ (‘FRS 102’), and
with the Companies Act 2006.
They have all been applied consistently throughout the
year and to the preceding year.
The particular accounting policies adopted are
described below.

expectation that the Company will continue in operating
existence for the foreseeable future and has therefore
used the going concern basis of accounting in the
preparation of the financial statements.
Tangible fixed assets and depreciation
Tangible fixed assets are stated at original cost, together
with any incidental cost of acquisition.
Depreciation is calculated on a straight-line basis over the
useful life of the tangible fixed assets. The estimated
useful life used for the purpose of these financial
statements is:

Basis of accounting

Fixtures and fittings:

4 years

ELEXON Limited is a company incorporated in the United
Kingdom under the Companies Act. The address of the
registered office is given on page 3. The nature of the
Company’s operations and its principal activities are set
out in the strategic report on pages 12 to 20.

Office and IT equipment:

3 years

Operational assets – metering equipment:

10 years

Intangible fixed assets
The financial statements have been prepared under the
historical cost convention, and in accordance with
Financial Reporting Standard 102 (FRS 102) issued by the
Financial Reporting Council.
The financial statements cover the reporting period April
2018 to March 2019.
The functional currency of ELEXON Limited is in pounds
sterling because that is the currency of the primary
economic environment in which the Company operates.
ELEXON Limited meets the definition of a qualifying entity
under FRS 102 and has therefore taken advantage of the
disclosure exemptions available to it in respect of its
separate financial statements. Exemptions have been
taken in these separate Company financial statements in
relation to presentation of a profit and loss and cash flow
statement.

The consolidated financial statements incorporate the
financial statements of the Company and all its
subsidiaries.
Basis of preparation

From the following year, with the consent of the ELEXON
Board, development costs will not be capitalised as in
previous years and will be expensed to the P&L in the
future under FRS 102
Recognition of revenue
The financial statements have been prepared on the basis
of revenue and cost incurred in the year, which are
considered to reflect the services provided in the year
relating to BSC Parties under the terms of the BSC.
Income is therefore recognised over the periods
necessary to match it the related costs which it is
intended to compensate on a systematic basis.
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Arrangements are in place to manage financial risk, as
stated on pages 19 to 20 of the Strategic Report. As a result
the Board considers that there is a reasonable

Development cost: Three years

Financial Statement

Basis of consolidation

Previous software developments costs have been
recognised as intangible fixed assets and are stated at
original cost, together with any incidental cost of
acquisition. Amortisation is calculated on a straight-line
basis over the useful life of the intangible assets. The
estimated useful life used for the purpose of these
accounts is:

Notes to the financial statements

Investments

Related party transactions

Investments held as fixed assets are stated at cost less
provision for any impairment.

In line with Financial Reporting Standard 102 section 33
(Related Party Disclosures), the Company is not required
to disclose transactions with wholly-owned subsidiaries.

Deferred taxation
Deferred tax is recognised in respect of all material
timing differences that have originated or reversed at the
balance sheet date where transactions or events that
result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the
balance sheet date.
A net deferred tax asset is regarded as recoverable and
therefore recognised only when, on the basis of all
available evidence, it can be regarded as more likely than
not that there will be suitable taxable profits from which
the future reversal of the underlying timing differences
can be deducted.
Leases
Operating lease rentals are charged to the profit and loss
account in equal annual amounts over the lease term.
Rent free periods are spread over the lease term on a
straight-line basis.
Pension and other post-retirement benefits
As described in note 1.17, the Group contributes to the
NGET section of the Electricity Supply Pension Scheme
(ESPS), a defined benefit scheme. The Group is unable to
identify separately its share of NGET’s section of the
Scheme’s underlying assets and liabilities and,
accordingly, contributions are accounted for as if it were a
defined contribution scheme.
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For the defined contribution scheme the amount charged
to the profit and loss account in respect of pension costs
and other post-retirement benefits is the contributions
payable in the year. Differences between contributions
payable in the year and contributions actually paid are
shown as accruals or prepayments in the balance sheet.

Debtors and Creditors
Debtors and creditors with no stated interest rate and
receivable or payable within one year are recorded at
transaction price. Any losses arising from impairment are
recognised in the profit or loss in other operating
expenses.

Notes to the financial statements

1.2. Turnover

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

40,495

35,183

–

–

4,844

4,984

36

78

45,375

40,245

BSC Section D charges
EMR grant income
EMR operational levy funded income
Other Income

Turnover in the year primarily represents amounts due from BSC Parties under the terms of the BSC. There is a
reconciliation which charges/credits the difference between amounts invoiced to each BSC Party relating to the
financial year and the amount due from each BSC Party under the terms of the BSC. Any difference is deferred or
accrued as appropriate.
All turnover arises from activities in the UK.

1.3. Information regarding Directors and employees
The remuneration of Directors for the year ended 31 March 2019 is set out below:

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

608

606

296

289

–

–

Directors’ remuneration
Emoluments

Remuneration of the highest paid director:
Emoluments
Company contribution to money purchase or defined benefit schemes

The Directors received no other benefits. None of the Directors hold any shares or share options in the Company.
Information regarding employees is shown below.
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Staff costs during the year (including Directors)

£’000

£’000

Wages and salaries

9,465

8,637

Social security costs

1,058

969

Pension costs see note 1.17

1,556

1,472

12,079

11,078
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Year ended 31 March 2018

175

Financial Statement

Year ended 31 March 2019
Average number of persons employed
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1.4. Operating result

Notes

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

Operating result is stated after charging
1.7

340

333

Amortisation of Intangible

1.8

1,619

1,998

Loss from Obsolescence

1.8

–

–

1,877

1,872

– plant and machinery

24

25

Fees payable to the Company’s auditor for the audit of the
Company’s accounts

57

55

8

8

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

(15)

(4)

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

–

–

Fixed Assets Depreciation

Operating lease rentals
– land and buildings

Total non-audit fees (tax, assurance and accounting advice)

Audit fees
Group audit fees payable to BDO LLP were
£56,650 (2018: £55,000) of which £51,650 (2018: £50,000)
relates to the Company.

1.5. Interest receivable and similar income

Bank interest

1.6. Tax on result from ordinary activities

United Kingdom corporation tax at 19%
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based on the result for the year

Notes to the financial statements

1.7. Tangible fixed assets
Group and Company
Operational assets/Meter
Equipment

Office Equipment and
Fixtures and fittings

Computer
equipment

Total

£’000

£’000

£’000

£’000

496

1,385

1,181

3,063

Additions

–

267

35

302

Work In Progress

–

–

–

–

Disposals

–

–

(3)

(3)

496

1,653

1,213

3,362

491

1,040

906

2,437

Charge for the year

2

156

182

340

Disposals

–

–

(2)

(2)

493

1,196

1,086

2,775

At 31 March 2019

3

457

127

587

At 31 March 2018

5

345

275

625

Cost
At 1 April 2018

At 31 March 2019

Accumulated depreciation
At 1 April 2018

At 31 March 2019

Net book value

Financial Statement
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commercial cloud, which was purchased in 2016/17, has
an estimated remaining useful life of 1 years and the
carrying amount as at 31 March 2019 was £796,084.

1.8. Intangible fixed assets
Group and Company
Intangible assets relate to the software development
costs of the Balancing Mechanism and Reporting Service
(BMRS) system and the relocating of our existing data
centres used to host the BSC central systems to a
commercial cloud infrastructure.
The BMRS system was developed in 2015/16, has an
estimated remaining useful life of 6 months and the
carrying amount as at 31 March 2019 was £280,322. The

£102,543 additions to Work in Progress relate to the
installation of finance reporting software called Board, as
the existing software is due to become obsolete. Once this
work is complete it will allow the organisation access to
more timely information.
These assets are capitalised because they will bring
future economic benefit and ensure the stability of the
central systems and will mitigate the risks of failure and
overall deliver better value for money to BSC parties.

Intangible assets

WIP

Total

–

6,109

£’000
Cost
At 1 April 2018

6,109

Additions

–

–

–

Work In Progress

–

103

103

Disposals

–

–

–

6,109

103

6,212

At 1 April 2018

3,414

–

3,414

Charge for the year

1,619

–

1,619

–

–

–

5,033

–

5,033

At 31 March 2019

1,076

103

1,179

At 31 March 2018

2,696

103

2,799

At 31 March 2019

Accumulated amortisation

Disposals
At 31 March 2019
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Net book value
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1.9. Investments
Company investments at cost were £179 at 31 March 2019 (2018: £179).

1.10. Debtors

Group

Trade debtors
Trading Party balances
Taxation and social security
Prepayments and
accrued income
Other debtors

Company

Year ended 31 March 2019

Year ended 31 March 2018

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

£’000

£’000

55

24

55

24

135,757

102,753

–

–

–

(4)

–

2,442

2,029

2,744

2,311

96

88

96

88

138,350

104,890

2,895

2,423

£135,757,673 (2018: £102,753,458) of the Trading Party balances represents amounts due from trading parties under
Section N of the BSC for the 30 days of trading from 2 March 2019 to 31 March 2019. An amount of £135,694,644 (2018:
£102,751,213) is included in Creditors: amounts falling due within one year see note 1.12. The rest of the Trading Party
balances represents advance payments by trading parties as well as defaulted amounts due to be recharged to and
collected from non-defaulting trading parties.

Financial Statement
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1.11. Cash at bank and in hand

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

3,495

2,546

98,088

87,113

–

–

101,583

89,659

Cash at Bank
Security Deposits
Borrowing

Group cash of £101,583,106 (2018: £89,659,453) includes £98,087,808 (2018: £87,113,168) of security deposits lodged by
Trading Parties with ELEXON Clear under Section M of the BSC. Amounts lodged as security deposits are the absolute
property of ELEXON Clear but can only be used as credit cover for trading balances as set out in the BSC. The BSC also
sets out the limited instances whereby security deposits are repaid to Trading Parties. Interest accrued on cash
deposits is paid to the lodging parties in accordance with the BSC.
Company cash of £2,900,413 (2018: £2,034,959) comprises of cash at bank only.

1.12. Creditors: Amounts falling due within one year

Group

Security deposits lodged by Trading
Parties see note 1.11.
Trade creditors
Trading Party balances see note 1.10
Taxation and social security
Other creditors
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Accruals and deferred income

Company

Year ended 31 March 2019

Year ended 31 March 2018

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

£’000

£’000

98,151

87,106

–

–

1,781

1,664

1,753

1,664

135,694

102,751

–

–

627

401

602

401

88

111

88

101

5,358

5,942

5,119

5,717

241,699

197,975

7,562

7,883

Notes to the financial statements

1.13. Called up share capital

Year ended 31 March 2019

Year ended 31 March 2018

£

£

100

100

1

1

Authorised:
100 Ordinary shares of £1 each
Called up, allotted and fully paid:
One Ordinary share of £1

1.14. Financial commitments
Operating lease commitments
Total future minimum lease payments under non-cancellable operating leases are as follows:
Operating lease commitments relate to land and buildings.

Group

Company

Year ended 31 March 2019

Year ended 31 March 2018

Year ended 31 March 2019

Year ended 31 March 2018

Leases which expire:

£’000

£’000

£’000

£’000

– within one year

1,924

1,762

1,924

1,762

– between one and five years

7,695

7,050

7,695

7,050

– after five years

6,412

7,637

6,412

7,637

1.15. Ultimate Parent Company
ELEXON is wholly-owned by NGESO (NGET until 31st March 2019). The ultimate parent entity of NGESO is National
Grid plc.
The Directors are of the opinion that, under Financial Reporting Standard 102 (Accounting for Subsidiary Undertakings),
the financial statements of ELEXON do not require consolidation within the financial statements of National Grid plc
group. Under Section C of the BSC, NGESO is prohibited from consolidating the financial results of ELEXON or its
subsidiaries with its own or with any of its affiliated entities.

There were no related parties’ transactions this financial year (2018: none).

Financial Statement

1.16. Related Party transactions
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1.17. Pension scheme
The total pension cost for the year ended 31 March 2019
from all schemes comprised regular contributions of
£1,486,236 (2018: £1,400,258). At 31 March 2019, there
were accrued pension liabilities of £49,867 (2018: £49,867).
Defined benefit scheme
As of 31 March 2019, 8% (2018: 9%) of the Group’s
employees were members of NGET’s section of the
Electricity Supply Pension Scheme (’ESPS’), a defined
benefit scheme. The ratio has reduced and is diluted as
the number of staff employed has increased and this
pension scheme is closed to new joiners. The assets of
the Scheme are held in a separate trustee administered
fund. The Scheme is divided into sections, one of which
relates to NGET. NGET’s section of the scheme provides
final salary defined benefits and was closed to new
entrants on 1 April 2006.The Group’s pension
contributions are determined on a section-wide basis as
advised by the actuary and are fully expensed in the Profit
and Loss Account.
For the scheme year 2018/19, ELEXON incurred employer
pension contribution costs of £908,362 (2018: £939,177) for
its defined benefit scheme, of which £598,404 (2018:
£598,404) was towards the deficit repair.
The ESPS, in accordance with the Pensions Act 2004, is
subject to a full actuarial valuation every three years. The
last review (completed in March 2017) set out the position
as at 31 March 2016. The actuary used is Aon Hewitt
Limited. The results of this actuarial valuation have been
used as the basis for assessing pension costs. In
summary, the results of the last full actuarial review
available showed that as at 31 March 2018:
−− the total assets of the NG Scheme were £3,060.9m
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−− liabilities i.e. the cost of providing the pensions/benefits
were £3,402.1m
−− the deficit was therefore £341.2m, a decrease of
£159.3m from the deficit of £500.5m identified in the
previous 2016 valuation. The NG Scheme assets were
calculated as being sufficient to meet 90.0% of its
accrued liabilities (at the previous 2016 valuation assets
were sufficient to meet 83.6% of accrued liabilities)
The main reasons for the deficit continued to be increases
in longevity, altering the profile of active members versus
pensioners.

Following the last review, employers’ contribution is
32.7% (twice members’ normal contributions, 2 x 8%, plus
16.7%). ELEXON’s share of the Deficit Repair continues to
be £49,867 per month to 31 March 2022.
Defined contribution scheme
Since 1 September 2006, all new permanent employees
have only been offered the option to join a new ELEXON
Pension Scheme. The ELEXON Pension Scheme is a
defined contribution Group Stakeholder Pension Plan.
ELEXON matches employee contributions on a two
for one basis to a maximum of 12% of basic salary. All
eligible staff were auto enrolled. In the scheme year of
2018/19, ELEXON incurred employer’s contribution
costs of £579,565 (2017/18: £460,068) for its defined
contribution scheme.
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1.18. Additional information on subsidiary undertakings
Subsidiary undertaking

Country of registration

Activity

Portion of ordinary
shares held%

Poolserco Limited

England and Wales

Dormant

100

Poolit Limited

England and Wales

Holder of intellectual property rights
and licences, non-trading

100

ELEXON Clear Limited

England and Wales

Legal counterparty to balance and
imbalance transactions per the BSC

100

BSC Co. Limited

England and Wales

Dormant

100

EMR Settlement Limited

England and Wales

Undertakes settlement functions for
Electricity Market Reform

100

Physical Address

4th Floor
350 Euston Road
London

The results of all of the above entities are included within the consolidated financial statements.Poolserco [3646729],
BSC Co. Limited [3837126] and Poolit Limited [3646741] have taken advantage of the S448a exemption from preparing
individual accounts as they are dormant entities, and the directors of these companies are exempt from the requirement
to deliver a copy of the company’s individual accounts to the register.

1.19. Reconciliation of operating result to net cash flow from operating activities

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

(15)

(4)

Operating result
Fixed Assets Depreciation

340

333

Amortisation of Intangible

1,619

1,998

Loss on disposal of fixed assets

1

–

Loss on disposal of Intangible assets

–

–

(33,460)

(45,921)

Increase/(Decrease) in creditors

32,681

45,134

Increase/(Decrease) in trading deposit

11,044

30,32

NET CASH FLOW from OP. ACTIVITIES

12,210

31,862

Year ended 31 March 2019

Year ended 31 March 2018

£’000

£’000

89,659

58,414

11,924

31,245

101,583

89,659

(Increase)/Decrease in debtors

1.20. Reconciliation of net cash flow to movement in net cash

Increase/Decrease) in cash

Financial Statement

Net cash at 1 April

1.21. Subsequent Events
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There are no events subsequent to 31 March 2019 requiring disclosure

ELEXON
350 Euston Rd
London NW1 3AW
United Kingdom
Tel: 020 7380 4100
Web: elexon.co.uk

